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24 CFR Ch. IX (4–1–98 Edition)§ 950.501

Subpart G—Turnkey III Program
§ 950.501 Introduction.

(a) Purpose. This subpart sets forth
the requirements of the Turnkey III
Homeownership Opportunities Pro-
gram, which is administered by HUD as
part of the Indian Housing Program
under the United States Housing Act of
1937. This part covers the management,
operation, conversion, and sale of ex-
isting Turnkey III homes that remain
in Indian housing authority (IHA) own-
ership.

(b) Program framework. (1) All Turn-
key III projects shall be operated in ac-
cordance with an executed Annual Con-
tributions Contract (ACC), which in-
cludes the ‘‘Special Provisions for
Turnkey III Homeownership Oppor-
tunity Project’’ and Homebuyer Owner-
ship Opportunity Agreements (Home-
buyer Agreement) between the IHA and
the Homebuyer.

(2) A Turnkey III development may
only include units that are to be oper-
ated for the purpose of providing home-
ownership opportunities for eligible
low-income families pursuant to this
part and the special Turnkey III provi-
sions of the ACC, including units occu-
pied temporarily by former home-
buyers who, as a result of losing home-
ownership potential, have been trans-
ferred to rental status in place, pend-
ing the availability of a suitable rental
unit. When a homebuyer is converted
to rental status while remaining in the
same unit, pending availability of a
satisfactory rental unit or approval of
a request to convert the unit in accord-
ance with § 950.503, the unit remains
under the Turnkey III project.

(3) An IHA may establish any poli-
cies, procedures, and requirements that
are not contrary to the ACC, this part,
other applicable Federal, State, and
local statutes and regulations, and the
rights of homebuyers under existing
homebuyer agreements.

(c) Program overview. The Turnkey III
Program provides homeownership op-
portunities for eligible low-income
families. The program uses a lease-pur-
chase arrangement, whereby the home-
buyer family initially takes occupancy
of a rental basis, under a homebuyer
agreement which constitutes a lease
with an option to purchase. The pur-

chase price is set at the time of initial
occupancy. During the period of rental
tenancy, the homebuyer makes month-
ly rental payments based on a percent-
age of family income and is responsible
for routine maintenance. A portion of
the homebuyer monthly payment is
used to establish an Earned Home Pay-
ments Account (EHPA) and a Nonrou-
tine Maintenance Reserve (NRMR). To
the extent that these funds are not
used by the IHA to perform mainte-
nance relating to the home, the funds
will be available to apply to the pur-
chase price at the time the homebuyer
is in a position to exercise the option
to purchase. At closing, the homebuyer
pays the IHA the balance of the pur-
chase price due (or may be permitted
by the IHA to finance all or a portion
of that amount through a purchase
money mortgage) and the IHA deeds
the home to the homebuyer.

(d) Contracts, agreements, other docu-
ments. All contracts, agreements, and
other documents referred to in this
subpart shall be in a form approved by
HUD, and changes shall be made with
the approval of the Area ONAP.

§ 950.503 Conversion of Turnkey III
developments.

(a) Applicability. Notwithstanding
other provisions of this part, an IHA
may apply to the Area ONAP for ap-
proval to convert any or all of the
units in an existing Turnkey III devel-
opment to the rental or MH program.

(b) Minimum requirements. (1) In order
to be eligible for conversion, the units
shall have individually metered utili-
ties and be in decent, safe, and sanitary
condition. If the units are not decent,
safe, and sanitary, the IHA shall sub-
mit a plan to correct unit deficiencies.

(2) For conversion to MH, applicants
shall qualify for the program under
§ 950.416(b). The entire MH contribution
required of the homebuyer shall be
made before the Turnkey III unit occu-
pied by a tenant can be converted to
the MH program. In determining the
purchase price and term, the home-
buyer may receive credit for the period
of time they have been residing in a
Turnkey III homeownership unit.

(c) Application process. The IHA shall
submit a request for conversion to the
HUD Area ONAP. The HUD Area ONAP
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shall review the request for legal suffi-
ciency, tribal acceptance, demonstra-
tion of family interest, and financial
feasibility. If the IHA does not propose
to convert all units in a development,
the IHA’s ability to operate the re-
maining Turnkey III units shall not be
adversely affected.

[60 FR 18231, Apr. 10, 1995; 60 FR 36668, July
18, 1995]

§ 950.505 Eligibility and selection of
Turnkey III homebuyers.

(a) Applications. Families who wish to
be considered for Turnkey III shall
apply specifically for that program,
and a separate list of eligible appli-
cants for Turnkey III shall be main-
tained. Applications shall be dated as
received. The submission of an applica-
tion for Turnkey III by a family that is
also an applicant for conventional
rental housing or that is an occupant
of such housing shall in no way affect
its status with regard to such rental
housing. A family shall not lose its
place on the waiting list until it is se-
lected for Turnkey III and shall not re-
ceive any different treatment or con-
sideration with respect to other rental
housing programs due to having ap-
plied for Turnkey III. In order to be
considered for selection, a family shall
be determined to meet at least all of
the following standards of potential for
homeownership:

(1) Sufficient income to cover the
EHPA, NRMR, and the estimated cost
of utilities with its required monthly
payment (see § 950.315); and

(2) Ability to meet all obligations
under the Homebuyer Agreement.

(b) Selection and notification of home-
buyers. Homebuyers shall be selected
from those families determined to have
potential for homeownership. Such se-
lection shall be made in sequence from
the waiting list.

§ 950.507 Homebuyer Ownership Op-
portunity Agreements (HOOA).

(a) General. The HOOA shall be exe-
cuted between the IHA and the home-
buyer as a condition for occupancy of a
Turnkey III unit.

(b) Pre-Existing Agreements. (1) Turn-
key III Projects in operation on the ef-
fective date of this subpart shall be
governed by this subpart, except to the

extent that the terms of any pre-exist-
ing Homebuyer Agreements shall gov-
ern the relationship of an IHA and oc-
cupant until the termination or can-
cellation of such agreement(s). If the
agreement establishes a maximum or a
minimum monthly payment, the terms
of the agreement shall govern. How-
ever, in no event will the monthly pay-
ment charged exceed the Total Tenant
Payment determined in accordance
with subpart D of this part.

(2) Pre-existing Homebuyer Agree-
ments that determined the required
monthly payment in accordance with a
‘‘Schedule’’ developed by the IHA and
approved by HUD should continue to
determine the monthly payment in ac-
cordance with the schedule. This sched-
ule is determined as follows:

(i) The operating budget for the
project is based on estimated expenses
for a given period of time. The amount
needed to operate a particular project
is called the break-even amount (see
§ 950.513(a)). This is comprised of the
Operating Expenses, the total amount
needed for EHPA, and the total amount
needed for NRMR.

(ii) The aggregate of all homebuyers’
incomes is determined. (If no definition
of income is stated in the homebuyer’s
contract, the definition in subpart A of
this part is used.)

(iii) The percentage of aggregated in-
come needed to cover 110 percent of the
break-even amount is determined. This
percentage is the one that appears in
the schedule.

§ 950.509 Responsibilities of home-
buyer.

(a) Repair, maintenance, and use of
home. The homebuyer shall be respon-
sible for the routine maintenance of
the home to the satisfaction of the
homebuyers’ association (HBA) and the
IHA.

(b) Repair of damage. In addition to
the obligation for routine mainte-
nance, the homebuyer shall be respon-
sible for repair of any damage caused
by the homebuyer, other occupants, or
visitors.

(c) Care of home. A homebuyer shall
keep the home in a sanitary condition;
cooperate with the IHA and the HBA in
keeping and maintaining the common
areas and property, including fixtures
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